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ACE Research Vignette: Building a Capability Development Framework 
through Innovation 
 
This series of research vignettes is aimed at sharing current and interesting research findings from our team of 
international Entrepreneurship researchers. In this vignette, Alireza Javanmardi Kashan and Kavoos Mohannak considers 
‘How do firms develop competitive capabilities within product innovation projects?’ 
 
Background and research focus 
 
In a changing environment, firms need to innovate in order to be successful.  However, surprisingly, many of firms fail to 
innovate and to convert innovation into superior performance. Previous research suggests this is mainly due to lack of 
capability development in the innovation process. As a result, scholars have further developed this idea and put firms’ 
capability development at the heart of creating competitive advantage as the key condition of superior performance. 
However, the links between innovation and capability development remain unclear. Therefore, this research focused on 
the research question: 
 
How do firms develop competitive capabilities within product innovation projects?  
 
More specifically, due to the role of knowledge and learning within product innovation projects, this research focused on 
the role of knowledge in creating capability during innovation process and aimed at developing a capability development 
framework through innovation. 
 
How was this investigated? 
 
We followed and compared four product innovation projects within Iran Khodro Company (IKCO), an exemplar of capability 
development within the Iranian Auto industry. Data were collected through extensive interviews with key informants at 
the company. We collected data at both project and organisational levels from 46 managers within the company. The 
participants had extensive understanding and experience of the four projects and had been involved for many years as 
senior managers within the company.  The data collection focused on the topics such as Industry Architecture, Innovation 
Strategy, Knowledge Integration, Absorptive Capacity and Dynamic Capability.  Overall we looked at how the external and 
internal factors affect the capability development within the firm. The below figure illustrates the main relationships 
investigated.   
 
                                                                  
                                                                                                    
                                                                                         
                                                                                                     
                                                                               
                                                                                          
                                                                                 
  
                     
Knowledge 
integration 
Industry 
architecture 
Innovation 
strategy 
Capability 
development 
Dynamic 
capability 
Absorptive 
capacity 
  
The Australian Centre for Entrepreneurship Research 
Queensland University of Technology 
Level 7 Z Block, Gardens Point campus  
2 George Street, Brisbane Qld Australia 4001 | GPO Box 2434 
Phone +61 7 3138 2035 | Email ace.business@qut.edu.au 
www.qut.edu.au/business/ace 
 
  
Findings 
 
In general we found that during the course of four product innovation projects the company has used different 
mechanisms for integrating knowledge and managing learning. Moreover, depending on the level of product development, 
different steps have been taken by company to develop new capabilities. We observed a dynamic relationship between 
learning and its application within the company at both project and organisational levels. This dynamism illustrated how 
the company managed and applied knowledge over the course of four projects and in particular how this has contributed 
to gradual emergence of capability within the firm. 
 
More specifically, this study showed emergence of a “Tiering” structure in capability architecture within the organisation, 
which has been aligned with emergence of a similar structure within the auto industry. As a result the company developed 
different capability at different levels of product architecture (i.e. encompassing part level, component level, subsystem 
level and architecture level). For example, IKCO by developing capability at subsystem levels (like engine system) enabled 
to flexibly integrate different parts of that particular subsystem (like pistons, cylinders) and meet what is required by the 
dynamic market.  We argued that this maturation of capability development within firms occur through a sequence of 
product innovation projects and by dynamically shaping their innovation strategies and the associated learning and 
knowledge integration processes in accordance with emergence of the new structure within the industry. 
 
Practical and managerial implications 
 
Such findings are useful for development of a practical capability development framework for managing knowledge and 
learning across different product innovation projects. This framework may provide decision makers at different managerial 
levels with insights into formulation and implementation of effective innovation strategies through employing and 
selecting the right type of product innovation project and knowledge integration approach.  This framework further urges 
managers to assess the capabilities required at different organisational levels based on evaluation of industry structure as 
well as the absorptive capacity and dynamic capability of the firm. Hence, it can be a strategic tool to develop certain types 
of capabilities as needed for sustaining competitive advantage. By using this strategic framework, managers may make 
sure about the consistency while they may approach different short-term strategies over the time and towards realisation 
of an overarching strategy.   
 
In short, the capability development framework developed in this project may have practical implications in reference to 
effective innovation management aimed at the emergence of new capabilities, organisational learning and organisational 
design. 
 
 
 
This research vignette was written by:  
 
Dr. Alireza Javanmardi Kashan, QUT Business School, School of Management 
 
Main source from PhD thesis: “Strategic Capability Development: A multi-level case study of the role of knowledge 
integration within product innovation” and a paper entitled: “A conceptual analysis of strategic capability development 
within product innovation projects” by Javanmardi Kashan, A. and Mohannak, K. Accepted for publication in Prometheus.  
